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Summary  of  Scheme  as  Proposed  by  John  C.  Bullitt 
IN  Letter  to  Monetary  Commission, 

The  scheme  as  proposed  provides  : — 

r.  That  all  the  present  outstanding  currency  obligations  of 
the  Government,  amounting  to  about  $800,000,000,  shall  be 
taken  up  and  canceled. 

2.  That  there  shall  be  but  one  kind  of  note  circulation — 
this  to  be  issued  by  the  National  Banks.  These  notes 
should  be  payable  in  gold  when  demanded  at  the  counter  of 
the  bank  of  issue,  or  at  such  reserve  bank  as  may  be  selected 
by  the  bank  of  issue,  with  the  approval  of  the  Comptroller  of 
the  Currency,  for  the  purpose  of  such  redemption. 

3.  The  issue  of  the  new  bank  notes  to  be  made  from  time 
to  time  as  the  currency  obligations  of  the  Government  now 
outstanding  are  retired,  so  as  to  avoid  producing  either  con- 
traction, on  the  one  hand,  or  expansion  on  the  other,  of  the 
amount  of  currency  actually  in  circulation. 

4.  The  normal  requirements  of  business  are  assumed  to  be 
$1,000,000,000.  The  bank  capital  is  assumed  to  be  $600,- 
000,000  (in  point  of  fact  it  is  about  $647,000,000),  and  each 
bank  should  therefore  issue  one  and  two-thirds  of  notes  for 
one  of  its  capital. 

5.  These  notes  should  be  secured  by  a deposit  in  the 
United  States  Treasury  of  fifteen  per  cent,  of  note  issue  in 
gold,  by  fifteen  per  cent,  reserve  in  gold  in  vaults  of  banks,  by 
a first  lien  upon  all  assets  of  bank  issuing  them,  by  right  of 
United  States  Government  to  assess  all  banks  when  needed 
to  make  good  any  notes  of  defaulting  banks  so  much  as 
may  be  required  for  that  purpose,  and  the  Government  should 
agree  to  redeem  these  notes  in  gold  after  default  by  the  bank 
issuing  them. 

6.  A tax  should  be  paid  by  the  banks  upon  their  note 
issue  to  be  applied  to  payment  of  expenses  of  Currency 
Board,  and  balance,  if  any,  held  to  secure  redemption  of  notes 
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in  eold.  But  when  this  fund  shall  accumulate  to  $10,000,000 

o 

the  accruing  surplus  may  be  covered  into  the  United  States 
Treasury  for  paying  interest  on  its  bonds  and  general  pur- 
poses. 

It  may  be  well  to  vest  in  the  Currency  Board  the  power 
from  time  to  time  to  determine  what  amount  should  be  thus 
held  as  a reserve  of  the  funds  accruing  from  this  tax,  and  to 
order  that  the  balance  as  it  is  paid  in  from  year  to  year  should 
be  covered  into  the  Treasury. 

The  rate  of  the  above  tax  should  be  one-half  of  one  per 
cent,  or  one  per  cent,  per  annum  upon  the  note  issue,  as  your 
Commission  may  determine  to  be  expedient. 

7.  The  proposed  plan  would  make  the  notes  absolutely 
equal  to  gold  in  value.  It  would  also  protect  the  Government 
and  the  associate  banks  in  their  guarantee  of  the  redemption 
of  the  notes  in  gold. 

8.  A Currency  Board  should  be  provided,  which  would 
have  supervision  and  control  of  all  currency  matters,  with 
power  to  make  necessary  rules  and  regulations  and  such 
orders  as  from  time  to  time  should  be  required.  This  Board 
should  consist  of  the  President  (or  such  officer  of  the  Admin- 
istration as  he  might  select),  Secretary  of  the  Treasury,  and 
Comptroller  of  the  Currency  of  the  United  States,  with  two 
experienced  men  of  affairs,  to  be  appointed  by  the  President. 
Their  powers  should  be  ample  to  enable  them  to  deal  with 
financial  emergencies  as  they  arise. 

9.  Power  should  be  given  to  banks,  under  permission  from 
the  Currency  Board,  to  increase  the  note  issue  when  demand 
caused  by  unusual  financial  emergencies,  such  increase  to  be 
subject  to  a tax  (to  be  determined  from  time  to  time  by  the 
Currency  Board)  upon  the  notes  while  in  circulation ; the 
tax  upon  the  notes  to  be  at  a rate  which  would  put  a pressure 
upon  the  banks  to  take  up  the  notes  when  the  emergency  has 
passed. 

10.  Silver  and  subsidiary  coins  should  be  redeemed  in 
gold  by  the  United  States  Government  when  demanded. 
These  amount  to  about  $100,000,000. 

1 1.  No  note  should  be  issued  for  less  than  five  dollars. 
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12.  The  Government  should  take  up  and  cancel  all  its  cur- 
rency obligations,  amounting  to  about  $800,000,000. 

To  furnish  funds  for  this  purpose,  power  should  be  con- 
ferred upon  the  Currency  Board  to  direct  and  order  the  sale 
and  issue  of  Government  bonds  in  such  amounts,  at  such 
times,  and  at  such  rates  of  interest,  not  exceeding  three  per 
cent.,  as  the  Board  might  deem  expedient.  The  proceeds  of 
such  sales  to  be  applied  to  the  taking  up  and  cancellation  of 
the  outstanding  currency  obligations  of  the  Government,  and 
such  bonds  should  be  sold  and  paid  for  in  such  currency  ob- 
ligations or  in  gold.  After  three  (or  five)  years  the  currency 
obligations  now  outstanding  should  cease  to  be  legal  tender 
and  only  receivable  for  bonds  or  redeemable  in  gold  by  the 
United  States. 

13.  National  Banks  should  be  constrained  to  exchange 
notes  now  out  for  new  issue  by  surrendering  notes  as  they 
receive  them. 

14.  Customs  duties  and  taxes  of  all  kinds  due  the  Gov- 
ernment should  be  payable  one-third  in  gold  and  two-thirds 
in  bank  notes.  This  is  necessary  to  supply  the  Government 
with  the  gold  required  by  it  to  pay  interest  upon  its  bonds, 
redeem  silver,  and  for  other  purposes. 

15.  The  legal  tender  quality  of  gold  and  silver  should 
remain  as  now  provided  by  law,  and  they  should  be  the  only 
legal  tender  except  to  the  extent  of  two-thirds  of  customs 
duties  and  taxes  due  the  Government,  which  should  be  pay- 
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able  in  bank  notes,  as  above  stated. 

16.  Confer  upon  Currency  Board  power  to  regulate  the 
issue  of  bank  notes  from  time  to  time  in  lieu  of  the  Govern- 
ment currency  retired,  and  to  authorize  new  banks  and  branch 
banks  to  be  established  when  and  where  and  with  such 
amounts  of  capital  as  the  Board  may  deem  it  proper  and  ex- 
pedient, with  power  also  to  increase  the  amount  of  note  issue 
by  the  banks  required  for  the  normal  conditions  of  business 
as  the  country  shall  grow  in  population  and  in  business  ex- 
pansion. 

As  banking  capital  may  be  increased  by  creation  of  new 
banks,  the  Currency  Board  should  have  power  to  adjust  the 
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note  issue,  whether  normal  or  extraordinary,  between  the 
new  and  old  banks — no  distinction  being  drawn  between 
them. 

17.  The  fifteen  per  cent,  gold  upon  the  note  issue  deposited 
in  Government  Treasury  and  the  fifteen  per  cent,  kept  in  bank 
vaults  should  be  counted  as  part  of  twenty-five  per  cent, 
reserve  on  deposit  in  National  Banks. 

18.  The  system  of  Clearing  House  certificates  adopted  by 
the  banks  in  the  large  cities  in  times  of  panic  should  be  legal- 
ized. They  have  prove  to  be  most  salutary,  and  there  can 
be  no  better  evidence  of  the  need  of  such  a system  than  the 
fact  that  it  has  been  established  by  voluntary  consent  in  times 
of  panic. 
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